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NEW WISCONSIN TAX LAWS

The Wisconsin Legislature has enacted several changes to the Wisconsin tax laws. This issue
of the Wisconsin Tax Bulletin contains an index and brief descriptions of the major income,
corporation franchise/income, homestead credit, farmland preservation credit, sales/use,
inheritance, gift and excise tax provisions.

A1l of the provisions described below are contained in 1987 Act 27, which was published
July 31, 1987. The description for each item indicates the sections of the statutes affected
and the effective date of the new provision.

Effective Date | Page
A. INCOME TAXES
1. Update Reference to Internal Revenue Code 1987 tax year 1
for Individuals, Estates and Trusts
2. Revise Standard Deduction for Married Persons Various effective dates 1
3. Repeal Indexing of Standard Deduction August 1, 1987 2
4. Change Definition of "Small Business Stock" Stock acquired on or 3
after August 31, 1987
5. Broaden Addition Modification for Certain Bonds issued after 3
Interest Income January 28, 1987
6. Repeal Surplus Language 1987 tax year 3
7. Clarify Modification for Farm Losses 1986 tax year 3
8. Clarify Modifications for Nondeductible 1986 1986 tax year 4

Travel and Entertainment Expenses

9. Repeal Modifications for Nondeductible Travel 1987 tax year 4
and Entertainment Expenses



10.

11.

12,

13.

14,

15,

16.
17.
18,

19.

20.

21.

22,

23.

24,

25.

26.
27.

28.

—ii-

Limit Deductions for Part-Year Residents and
Nonresidents

Provide Modification for Expenses of
Administering an Estate

Disallow Deductions on Fiduciary Income Tax
Returns for Taxes

Change Modification for Amounts Not Taxable
by Wisconsin

Clarify Disability Income Exclusion for Married
Persons

Provide Subtraction Modification for Unemployment
Compensation

Provide Capital Gain Subtraction Modification
Limit Capital Loss Deduction

Clarify Basis Adjustment for Property Acquired
From a Decedent

Clarify Definition of Wisconsin Adjusted
Gross Income

Provide for Depreciation Continuation
Provide Treatment for Partnership Income or
Loss Received by Part-Year Residents and
Nonresidents

Reduce Income Tax Rates

Repeal Indexing of Income Tax Brackets

Correct References to the Internal
Revenue Code

Permit Repayments of Income Previously
Taxed to Be Used in Computing the Itemized
Deduction Credit

Change Itemized Deduction Credit

Simplify Computation of Itemized Deduction
Credit for Part-Year Residents and
Nonresidents Who File Joint Returns

Change Definition of "Earned Income" for
Married Couple Credit

1987 tax year

Deaths occurring on or
after August 1, 1987
1987 tax year

1987 tax year

1986 tax year

1987 tax year

1987 tax year
1987 tax year

Deaths occurring on
or after August 1, 1987

1986 tax year
1987 tax year

1987 tax year

1987 tax year
August 1, 1987

1987 tax year

1986 tax year

1987 tax year

1987 tax year

1987 tax year
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29. Provide School Property Tax Credit

30. Impose Penalties on Distributions From
Retirement Plans

31. Conform Estimated Tax Law to Federal Law

32. Provide Exception to Estimated Tax Law for
Estates and Trusts

33. Clarify Reference to Internal Revenue Code

for 1986 Minimum Tax

34. Replace Minimum Tax With Alternative
Minimum Tax

35. Revise Order of Computation

CORPORATION FRANCHISE/INCOME TAXES

1. Federalize Definition of "Net Income"

2. Update Reference to Internal Revenue Code
for Insurance Companies

3. Permit Carryforward of Net Business
Loss by Insurance Companies

4, Clarify Computation of Multiplier for Insurers

5. Change Maximum Tax Liability for Certain
Insurers

6. Update Reference to Internal Revenue Code
for Regulated Investment Companies, Real
Estate Mortgage Investment Conduits and
Real Estate Investment Trusts

7. Clarify Nondeductible Gift, Travel and
Entertainment Expenses

8. Repeal Adjustments for Nondeductible Gift,
Travel and Entertainment Expenses

9. Clarify Carryforward of Manufacturer's
Sales Tax Credit

10. Correct Reference to Internal Revenue
Code for Qualified Research Expenses

11. Revise Calculation of Payroll Factor in
Apportionment Cases

1987 tax year
1987 tax year

1988 tax year

Taxable years
beginning on or after
September 1, 1987
1986 tax year

1987 tax year

1987 tax year

1987 tax year

1987 tax year

Losses incurred during
tax years ending after
June 30, 1987

1987 tax year
1987 tax year

1987 tax year

1986 tax year

1987 tax year

August 1, 1987

1987 tax year

1987 tax year

10

10

11

11

12

12

13

16

18

18

18

18

19

19

19

19

20
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12.

13.
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Broaden Definition of "Public Utility" for
Apportionment Purposes

Change Wisconsin Corporate Estimated Tax Law

TAX-OPTION (S) CORPORATIONS

1.

(#%)]
.

5.

(=]

8.

w

10.

11.

12.

Impose Additional Tax on Tax-Option (S)
Corporations

Adopt Federal Treatment of Distributions
From Tax-Option (S) Corporations for 1983
and 1984

Revise Treatment of a Tax-Option (S)
Corporation's Income, Loss and Deductions

Provide That a Nenresident Shareholder's
Share of Tax-Option (S) Corporation
Intangible Income Is Taxable

Provide That Tax-Option Status Is Optional
for Wisconsin Tax Purposes

Change Tax-Option (S) Corporation Deduction

Deny Credits to Shareholders of Tax-Option
(S} Corporations

Clarify Modification for Distributions of
Pre-1979 Earnings and Profits

Clarify Modification for Amounts Affecting
Shareholders' 1979 Federal Adjusted Gross
Income

Provide That Resident Shareholders May Claim
Credit for Taxes Paid to Other States

Prescribe Return Requirements

Permit Proration for Short Period Return

1987 tax year

1988 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

1983 and 1984 tax years

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax years

Corporation’s 1987 tax
year and shareholder's
1987 or 19868 tax year

1979 tax year

1979 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

Corporation's 1987 tax
year and shareholder's
1987 or 1988 tax year

Corporation’s 1987 tax
year and shareholder's
1987 or 1988 tax year

20

21

22

22

23

23

24

24

24

24

24

25

25



HOMESTEAD CREDIT

1.
2.

9.
10.

Clarify Definition of "Claimant”
Change Definition of "Gross Rent"

Divide Rent Equally Among Joint Occupants
of a Rental Unit

Change Definition of "Household Income"
Clarify Definition of "Property Taxes Accrued"
Change Definition of "Property Taxes Accrued”

Change Definition of "Rent Constituting Property
Taxes Accrued"

Specify Items a Claimant Must Verify
Clarify Homestead Credit Language

Delete Obsolete Language as of January 1, 1989

FARMLAND PRESERVATION CREDIT

1.
2.
3.

Change Definition of "Household Income"
Change Depreciation Add-Back

Clarify Definition of "Property Taxes Accrued"

SALES/USE TAXES

1.

Exempt Personal Property Brought Into Wisconsin
by New Residents

Exempt Wood Residue Used for Fuel in a Business
Activity

Exempt “911" Receipts

Impose Sales/Use Tax on Occasional Sales of
All-Terrain Vehicles

Impose Sales Tax on Repairs of Nonresidents'
Motor Vehicles and Other Property

Allow Department to Issue Temporary Seller's
Permit

Change Effective Date of and Notification
Requirements Relating to Ordinances
Repealing County Sales Taxes

Allow Credit for Local Sales Taxes Paid in
Other States

1987
1987
1987

1987
1986
1987
1987

1987
1987
1989

1987
1987
1986

claims filed i
claims filed i

claims filed i

claims filed
tax year
claims filed

claims filed

claims filed
claims filed

tax year

tax year
tax year

tax year

in

in

in

in

in

1988

1988
1988

1988

1988

1988

1988
1988

Property registered on
or after August 1, 1987

September 1, 1987

August 1, 1987

September 1, 1987

September 1, 1987

August 1, 1987

August 1, 1987

April 1, 1986

25
25
26

26
26
27
27

27
27
27

28
28
28

29

29
29

29

29

30

30
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9. Provide Cross Reference Change 1987 tax year

INHERITANCE AND GIFT TAXES

Deaths and gifts occurring
on or after January 1, 1988

1. Phase Qut Inheritance and Gift Taxes

2. Repeal Inheritance and Gift Taxes Deaths and gifts occurring

on or after January 1, 1992

3. Impose Estate Tax Deaths occurring on or
after January 1, 1992

4. Update Reference to Internal Revenue Code Deaths occurring on or
for Power of Appointment, Qualified Retirement after August 1, 1987
Plans and Installment Payments

5. Clarify Deductibility of Expenses of August 1, 1987
Administering an Estate

6. Change Inheritance Tax Exemptions for Deaths occurring on or

Contributions to Cemeteries

EXCISE TAXES

after August 1, 1987

1. Increase Motor Vehicle Fuel Taxes August 1, 1987

2. Transfer Collection of Interstate Fuel Taxes to August 1, 1987
Department of Transportation

3. Provide for Certain License Issuances August 1, 1987

4, Permit Indoor Horseshoe-Pitching Facilities August 1, 1987
to Remain Open After Closing Hours

5. Increase Cigarette Tax Rate September 1, 1987

PROPERTY TAX DEFERRAL LOAN PROGRAM

1. Forgive the General Fund Loan August 1, 1987

2. Change Insurer to Lien Holder October 1, 1987

3. Clarify Statutory Lien August 1, 1987

OTHER

1. Limit Notification About Marital Property 1986 tax year
Agreements

2. Eliminate Information Return Reporting 1987 tax year
Requirements for Interest and Dividends

3. Eliminate Refunds and Balances Due of Less 1987 tax year

Than $1

31

31

31

32

32
32

32
32

32

33

33

33

33

33

33



10.

11.
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Authorize Assessments in the Alternative
With Combined Docket Hearings

Change Statute of Limitations for Internal
Revenue Service Adjustments and Amended Returns

Clarify That Withholding Does Not Apply to
Exempt Wages

Clarify Allocation Between Spouses of
Withholding from Marital Income

Extend Deadlines for Persons Serving in Combat
Zones

Allow for Collection of Fee for Issuing
a Warrant

Allocate Delinquent Tax Collection Fees to
Department

Require Withholding Study

RPT/M020517J

1986 tax year

1987 tax year

January 1, 1988

1986 tax year

August 1, 1987

August 1, 1687

August 1, 1987

August 1, 1987

33

34

34

34

34

34

35

35



